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THE  CLT  PETITION   (QUESTION  3) 
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An  Informational  Report  Prepared  by  the  Board  of  Regents      '    ^"^tZ/V       '* 

1.     The  Initiative  Petition  -  The  official  title  of  the  Initiative  Petition  is  "Initiative 

Petition  for  a  Law  Relative  to  Tax  and  Fee  Revenues,  Reducing  the  State  Income  Tax 
Rate,  Repealing  Certain  Fee  Increases,  and  Setting  Certain  Tax  Rates  and 
Requirements."  It  will  appear  on  the  November  6  statewide  ballot  as  Question  No. 
3.  Since  it  is  sponsored  by  Citizens  for  Limited  Taxation,  it  is  commonly  known  as 
the  CLT  Petition.  In  summary,  the  CLT  Petition  would  do  the  following: 

(a)  The  personal  income  tax  rate  on  earned  income  would  be  reduced  to  4.25%  for 
taxable  years  beginning  on  or  after  January  1,  1991  and  before  January  1, 
1992;  for  taxable  years  beginning  on  or  after  January  1,  1992  and  before 
January  1,  1993,  the  rate  would  be  4.625%. 

(b)  Effective  with  taxable  years  beginning  on  or  after  January  1,  1991,  various 
other  taxes  would  be  set  at  the  rate  which  was  in  effect  on  August  2,  1989,  or 
the  effective  date  of  the  petition,  whichever  yields  less  tax  revenue. 

(c)  Most  fees  or  charges  imposed  by  State  entities  could  not  be  greater  than  those 
in  effect  on  June  30,  1988  and  could  be  increased  only  with  the  approval  of  the 
Secretary  of  Administration  and  the  Legislature.  Tuition  and  fees  at  the  public 
colleges  and  universities  are  specifically  exempted  from  these  provisions. 

(d)  The  provisions  of  the  petition  are  severable.  If  any  clause,  sentence,  or 
paragraph  is  found  to  be  invalid,  it  does  not  affect  the  remainder  of  the 
petition. 

(e)  If  approved  by  the  voters,  the  petition  will  become  law  on  December  6,  1990, 
thirty  days  after  the  election.  As  with  any  statute,  the  Legislature  may  repeal 
or  amend  it. 
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2.     The  Petition's  EfTect  on  Revenue  -  In  a  preliminary  informarion  statement  issued  by 
the  Executive  Office  for  Administration  and  Finance  in  August  1990,  prospective 
purchasers  of  General  Obligation  Bond  Notes  were  provided  with  estimates  on 
revenue  losses  to  the  Commonwealth  if  the  Initiative  Petition  is  approved.  These 
estimates  are  as  follows:  Pf  1991  -  $1,355  billion;  Pt'  1992  -  $2.5  billion.  The 
Massachusetts  Taxpayers  Foundation  provided  a  somewhat  lower  estimate  of  FY91 
revenue  losses,  $1,265  billion. 


3.     The  Impact  on  Higher  Education  -  In  order  to  determine  the  impact  of  the  Initiative 
Petition  on  public  higher  education  and  its  system  of  institutions,  it  is  necessary  to 
make  certain  estimates  and  assumptions. 

(a)  We  have  used  the  lower,  more  conservative  figure  of  $1,265  billion  for  revenue 
loss  in  FY1991. 

(b)  Certain  expenditures  in  the  State  Budget  are  not  discretionary;  that  is,  under 
current  law  they  cannot  be  reduced.  These  include  pensions,  debt  service, 
group  insurance,  workers'  compensation,  lottery  distributions  to  cities  and 
towns,  certain  medicaid  accounts,  and  other  mandated  and  contractual 
expenditures.  The  Undersecretary  of  Administration  and  Finance  has 
estimated  that  for  FY1991  non-discretionary  spending  for  fixed  obligations  is 
$7,225  billion  out  of  total  authorized  spending  of  $13.47  billion.  Accordingly, 
only  $6,245  billion  ($13.47  billion  minus  $7,225  billion)  is  available  for 
reductions  required  by  the  Initiative  Petition. 

(c)  Because  all  of  the  higher  education  budget  is  considered  discretionary,  the 
entire  une3q)ended  budget  as  of  December  6,  1990  would  be  available  to  the 
State  for  reducing  its  expenditures  in  response  to  the  revenue  losses.  For 
purposes  of  this  analysis,  we  assume  that  higher  education  will  share 
proportionally  with  other  State  entities  in  budget  reductions.  Since  its  total 
budget  is  $612  million,  or  roughly  10%  of  the  $6,245  billion  discretionary 
budget,  we  have  assumed  that  we  would  be  required  to  absorb  10%  of  the 
required  reduction  of  $1,265  billion,  or  approximately  $126.5  million,  in  F^91. 
[In  these  calculations,  we  have  adjusted  budget  figures  to  reflect  September, 
1990  reversions  of  $150  million  for  State  government  as  a  whole  and  $25 
million  for  higher  education.] 
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(d)  We  assume  that  45%  of  the  higher  education  budget  for  FY91  would  be 

expended  by  December  6,  1990,  leaving  a  residue  of  roughly  $336  million.  The 
State's  fiscal  year  begins  on  July  1,  and  about  45%  of  the  year  (just  over 
five-twelfths)  has  elapsed  by  December  6;  our  assumption  implies  a  steady  rate 
of  expenditure.  Because  colleges  and  universities  often  make  purchases  and 
other  commitments  prior  to  the  beginning  of  a  new  academic  year,  the  45% 
estimate  may  be  low,  and  the  figure  of  $336  million  correspondingly  high. 


4.     Net  Effect  -  The  Initiative  Petition  would  become  law  30  days  after  the  date  of  the 
election,  on  December  6,  1990.  If,  as  a  result,  higher  education  were  required  to 
absorb  reductions  of  $126.5  million,  this  would  constitute  a  cut  of  20.7%  in  its  total 
FY1991  budget.  The  immediate  impact  of  the  cuts  would  be  even  greater.  With 
45%  of  the  annual  budget  already  expended  as  of  that  date,  the  entire  reduction 
would  have  to  come  out  of  the  estimated  $336  million  remaining,  a  cut  of  38%. 


5.     The  Impact  on  Individual  Colleges  and  Universities  -  For  the  purposes  of  this 
analysis  only,  we  have  assumed  that  the  required  reductions  would  affect  the 
campuses  in  proportion  to  their  appropriated  budgets  {i.e.,  the  cuts  would  be  "across 
the  board").  Please  note  that  this  in  no  way  represents  a  policy  decision  of  the 
Regents  as  to  how  any  CLT  reductions  would  actually  be  distributed.  Attached  is  a 
list  showing  the  estimated  reduction  for  each  college  and  university  under  this 
assumption. 

It  should  be  emphasized  again  that  the  assumptions  and  estimates  are  just  that  - 
assumptions  and  estimates.  The  precise  detailed  effect  on  higher  education  of  the 
passage  of  the  Initiative  Petition  cannot  be  known.  It  is  arguable  that  we  have 
underestimated  the  potential  impact  of  the  petition  on  the  public  colleges  and 
universities.  Contractual  obligations  to  personnel  (the  largest  budget  component) 
would  certainly  require  additional  expenditures  in  the  event  of  significant 
terminations  in  employment.  It  is  also  possible  that  higher  education's  share  in  the 
overall  reductions  imposed  on  the  State  might  be  greater  or  less  than  its  share  of  the 
overall  budget;  or  that  the  legislature  may  exempt  local  aid  from  the  CLT  cuts, 
making  higher  education's  proportionate  share  even  larger. 
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6.      Bevond  Fiscal  1991  -  We  have  not  attempted  to  estimate  reductions  for  Fiscal  1992 
since  assumptions  and  estimates  become  more  speculative  the  further  they  are 
projected  into  the  future.  Nevertheless,  the  official  estimate  of  revenue  losses  in  the 
amount  of  $2.5  billion  for  Fiscal  1992  would  necessarily  have  a  significant  impact  on 
higher  education's  budget.  An  analysis  of  these  implications  may  be  prepared  at  a 
later  date. 


ESTIMATED  IMPACT  OF  CLT  INITIATIVE/QUESTION  #3 


FY  91 
ALLOCATION 


REVISED 
ALLOCATION 
SEPTEMBER  1990 


CLT 

REDUCTION 

FY  91 


UNIVERSITIES 
STATE  COLLEGES 
COMMUNITY  COLLEGES 
HEALTH  &  WELFARE 
SUBTOTAL 


$296,868,471 
$112,540,574 
$129,167,759 
$4,352,624 
$542,929,428 


$287,800,033 
$109,102,798 
$125,222,073 
$4,352,624 
$526,477,528 


$59,471,000 

$22,545,000 

$25,874,000 

$899,000 

$108,789,000 


SCHOLARSHIP  RESERVES 


$65,881,693 


$63,196,425 


$13,059,000 


OTHER  REGENTS  ACCOUNTS 


$28,868,013 


$22,504,156 


$4,652,000 


TOTAL  GENERAL  FUND 


$637,679,134 


$612,178,109 


$126,500,000 


Note:  Column  2  reflects  the  impact  of  a  $25.5  million  reversion  of 

appropriated  funds  in  September  1990;  figures  are  preliminary. 

Column  3  reflects  an  estimate  of  further  budgetary  reductions  resulting 
from  implementation  of  Question  #3  (CLT  Inititative)  provisions. 
Estimates  represent  a  uniform  cut  in  all  accounts  of  20.7%  on  an 
annualized  basis,  or  approximately  38%  for  the  remainder  of  FY  91. 


ESTIMATED  IMPACT  OF  THE  CLT  INITIATIVE/QUESTION  #3 


STATE  COLLEGES 


BRIDGEWATER 

$17, 

FITCHBURG 

$15, 

FRAMINGHAM 

$12, 

NORTH  ADAMS 

$8, 

SALEM 

$18, 

WESTFIELD 

$12, 

WORCESTER 

$12, 

MASS  ART 

$8, 

MASS  MARITIME 

$7, 

FISHERIES 

SUBTOTAL 


FY  91 
ALLOCATION 


999,425 
284,126 
104,521 
320,298 
977,384 
160,432 
084,116 
109,089 
419,252 
$81,931 


$112,540,574 


REVISED 
ALLOCATION 
SEPTEMBER  1990 


$17, 

$14, 

$11, 

$8, 

$18, 

$11, 

$11, 

$7, 

$7, 


449,597 
817,242 
734,764 
066,138 
397,682 
788,967 
714,983 
861,381 
192,616 
$79,428 


REDUCTION 

FOLLOWING 

CLT 


$3,606 
$3,062 
$2,425 
$1,667 
$3,802 
$2,436 
$2,421 
$1,624 
$1,486 
$16 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 


$109,102,798 


$22,545,000 


UNIVERSITIES 

LOWELL 

SMU 

UMASS  PRESIDENT 

IGS 

AMHERST 

BOSTON 

MEDICAL  SCHOOL 

NECCUM 

SUBTOTAL 


$46,456,566 

$29,054,151 

$330,821 

$347,750 

$141,900,669 

$52,443,046 

$26,248,869 

$86,599 

$296,868,471 


$45,037,458 

$28,166,636 

$320,715 

$337,127 

$137,566,031 

$50,841,069 

$25,447,045 

$83,954 

$287,800,035 


$9,307,000 

$5,820,000 

$66,000 

$70,000 

$28,427,000 

$10,506,000 

$5,258,000 

$17,000 

$59,471,000 


COMMUNITY  COLL. 


BERKSHIRE 

$6,464,353 

BRISTOL 

$7,648,194 

CAPE  COD 

$6,108,693 

GREENFIELD 

$5,199,985 

HOLYOKE 

$9,334,141 

MASS  BAY 

$6,350,276 

MASSASOIT 

$12,090,742 

MT  WACHUSETT 

$5,962,020 

NORTHERN  ESSEX 

$10,149,789 

NORTH  SHORE 

$12,074,170 

QUINS IGAMOND 

$7,230,596 

SPRINGFIELD 

$13,030,275 

ROXBURY 

$6,421,507 

MIDDLESEX 

$10,668,357 

BUNKER  HILL 

$9,349,097 

BOSTON  BUSINESS 

$1,085,564 

$6, 
$7, 
$5, 
$5, 
$9, 
$6, 

$11, 
$5, 
$9, 

$11, 
$7, 

$12, 
$6, 

$10, 
$9, 
$1, 


266,886 
414,565 
922,091 
041,141 
049,011 
156,294 
721,406 
779,898 
839,743 
705,340 
009,723 
632,239 
225,349 
342,471 
063,510 
052,405 


SUBTOTAL 


$129,167,759 


$125,222,072 


$1,295,000 
$1,532,000 
$1,224,000 
$1,042,000 
$1,870,000 
$1,272,000 
$2,422,000 
$1,194,000 
$2,033,000 
$2,419,000 
$1,448,000 
$2,610,000 
$1,286,000 
$2,137,000 
$1,873,000 
$217,000 

$25,874,000 


TOTAL 


$538,576,804 


$522,124,905 


$107,890,000 


